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Summary j 

The Milk Price Decision 
The Charge . 

It has been publicly alleged that 
President Nixon in 1971, in exchange 
for a promise of political contributions 
from the dairy industry, ordered an 
increase in the level of federal support 
prices for milk. That charge has been 
frequently denied and is totally false. 

The Facts 

On March 12, 1971, the Secretary of 
Agriculture announced that the price 
of milk for the 1971-72 marketing year 
would he supported by the federal 
government at approximately 80 per 
cent of parity. His announcement was 
made in the face of strong pressure 
from the dairy industry for a support 
level between 85 and 90 per cent of 
parity; the industry, along with its 
supporters in the Congress, argued 
that the 80 per cent level would lead 
to underproduction and would not 
represent a fair return on farm invest- 
ments. 

Subsequent to Secretary [Clifford] • 
Hardin’s announcement, there was a 
concerted effort in the Congress to 
pass legislation forcing the President 
to raise price supports to a minimum 
of 85 per cent of parity. In the House 
of Representatives, 125 members in- 
troduced or cosponsored legislation for 
higher support prices. In the Senate, 
29 members introduced such legisla- 
tion. Support for mandatory legislation 
came from both sides of the aisle, but 
was predominantly Democratic. 

On March 23, 1971, following a meet- 
ing with representatives of the dairy 
industry who argued the merits of 
their case, and then a meeting with 
key advisors who agreed that the Cong- 
gress would likley force his hand, the 
President decided that the milk sup- 
port level should be raised to 85 per 
cent of parity for the coming year. His 
decision was announced by Secretary 
Hardin on March 25. 

It' is fallacious to suggest that the 
President’s decision was influenced by 
a promise of political contributions 
from the dairy industry. The President 
had been informed of the dairy indus- 
try's intentions to raise funds for the 
1972 campaign, but he at no time dis- 
' cussed the contributions with the dairy 
industry and the subject was not men- 
tioned in his meetings of March 23, 
1971, It is also worth noting that the 
. ultimate contributions by the dairy in- 






dustry to the President’s re-election 
effort (1) were far less than the indus- 
try leaders had hoped to raise; (2) were 
far less than the dairy industry gave 
to other candidates for the House and 
Senate, including many prominent 
Democrats; and (3) represented less 
than 1 per cent of the total contribu- 
tions to President Nixon’s re-election 
campaign. 

HOW THE DECISION WAS MADE: 

The President’s action took several 
factors into account: 

• intensive congressional pressure; 

• the economic merits of the case 
itself, as presented by the indus- 
try leaders in the meeting with 
the President^ and as weighed by 
the President’s advisers; 

• traditional political considera- 
tions relating to needs of the 

. farm states. 

THE RESULTS: f 

The economic consequences of the 
decision have been beneficial to the 
entire country. . 

• The price of milk to the consumer 
did not skyrocket, as some feared. 
Rather, the price of milk to the con- 
sumer in the year in question rose at 
the lowest rate of recent years. It also 
rose at a rate significantly below the 
general rate of inflation. 

• The cost to the government of the 
milk price support program did not go 
up as a result of the President’s deci- 
sion. It went down. 

• • Government inventories of surplus 
dairy products did not expand. In fact, 
they went down. No massive surplus 
was created. 

« The level of dairy production was 
ample to meet the needs of consumers 
but was not excessive, and thus did not 



burden the government with special 
expenditures. . 

The Milk Price 
Support Decision 

During the spring of 1971, Secretary 
of Agriculture Clifford Hardin an- 
nounced that certain dairy products 
would be supported by the federal gov- 
ernment at 80 per cent of parity dur- 
ing the 1971-72 marketing season. Sub- 
sequently, under heavy pressure from 
the Congress to increase supports and 
after consultation with his senior ad- 
visers, the President reconsidered and 
requested the Secretary to raise the 
twiao support level for the coming year 
xo 85 per cent of parity. 

Because the President also met with 
dairy leaders during this same period 
and because campaign contributions 
were given to his re-election effort 
during 1971, there have been charges 
in the media and elsewhere that the 
President’s actions on price supports 
were the result of promises from the 
dairy industry to contribute' to the 
1972 Republican presidential cam- 
paign. These allegations are unsup- 
ported by evidence and are totally 
false. 

I. The Decisions of March, 1971 

The decision announced each year 
by the Secretary of Agriculture of the 
price at which the government will sup- 
port milk prices has a significant im- 
pact on the nation’s dairy farmers. In 

1970, Secretary Hardin had announced 
that for the marketing .year running 
from April 1, 1970, through March 31, 

1971, the government would support 
manufacturing, milk at $4.66 per 100 
pounds, or at 85 per cent of parity. 
This figure represented an increase of 
38 cents and an increase of 2 per cent 
of the parity rate over the year before 
(1969-1970). 

As the 1971-72 marketing season ap- 
proached, the question within the gov- 
ernment was whether to continue sup- 
porting the milk price at $4.66 per 100 
pounds or to raise the price. Because .a 
grain shortage and other factors had 






increased the costs of production for 
dairy farmers, a continuation of the 
$4.66 price meant that the parity rate 
would actually fall to approximately 80 
per cent. To the farmers, a drop in par- 
ity rate would result in a possible loss 
of. income which in turn could deter 
production. The farmers therefore ad- 
vocated an increase in the price sup- 
port to $5.21 per 100 pounds, or 90 per 
cent of parity; at the very least, they 
argued, the government should raise 
the price to $4.92 per 100 pounds and 
thereby maintain the current parity 
rate of 85 per cent. ‘At the Department 
of Agriculture, it was feared that such 
price increases might encourage excess 
production on the farms, raise the 
prices of dairy products for consumers, 
and ultimately force the government 
to purchase. the surplus products. 

The dairy industry, which had be- 
come highly organized in the 1960s, 
moved to exert maximum, direct pres- 
sure on the Secretary of Agriculture in 
early 1971. In a few weeks, over 13,000 
letters from milk producers were re- 
ceived by the Department of Agricul- 
ture. 

At the same time, the dairy industry 
worked to achieve its objectives indi- 
rectly through members of the Con- 
gress who agreed with industry views. 
The upper midwestern affiliate of the 
Associated Milk Producers, Inc. 
(AMPI) estimated that its members 
alone sent some 50,000 letters to con- 
gressmen on the subject of milk sup- 
ports. Between February 23 and March 
12, 1971, some 25 senators and 65 con- 
gressmen wrote the Secretary of Agri- 
culture to urge that the $4.66 support 
price be increased. Some 20 senators 
and 53 representatives indicated that 
they wanted to see the price raised to 
a full 90 per cent of parity ($5.21 per 
cwt.). Four senators and eight repre- 
sentatives, adopted a more restrained 
position, asking that the price be 
raised to at least 85 per cent of parity 
($4.92). 

Some of the letters openly referred 
to the fact that spokesmen for the 
dairy cooperatives — AMPI, Dairymen, 
Inc., or their affiliates — had written or 
called upon the congressmen to ask for 
support. A number of letters were ap- 
parently drafted by lobbying groups. 

Many of the members also took to 
the floor of the House and Senate to 
express their concern: 

On March 1, Congressman Robert 
W. Kasten-meier (D-Wis.) rose to tell 
his colleagues: “We need your assist- 
ance in persuading the administra- 
tion to raise dairy price supports to 
90 per cent of parity . . .” 
(Congressional Record, p. 4310). His 
sentiments were echoed by Con- 
gressman Les Aspin <D-Wis.). 

. After March 7, when the Associ- 
ated Press reported that Secretary 
Hardin might raise the support level 
to 85 per cent of parity, Senators Hu- 
bert Humphrey (D-Minn.), Vance - 
Hartke (D-Ind.), Walter Mondale (D- 
Minn.), and Fred Harris (D-Okla.), as 
well as Congressmen Ed Jones (D- 



Tenn.), Robert McClory (R-Ill.), and 
- Vernon Thomson (R-Wis.), all made 
. floor speeches in favor of a 90 per 
cent level. 

On March 8, Congressman William 
Steiger (R-Wis.) entered into the 
Congressional Record a letter he had 
sent to Secretary Hardin calling for 
90 pre cent parity. 

On March 9, both Senators Hartke 
and Humphrey called again for the 
90 per cent parity. 

On March 10, Congressman Jones 
argued that even 90 per cent would 
not be a “decent return,” but “it 
would certainly help.” Mr. Jones 
urged the Department of Agricul- 
ture not to “sit idly by and watch 
our dairy industry decline into obliv- 
ion. Unless dairy price supports are 
set at a level high enough to guaran- 
tee 90 per cent of parity, that is ex- 
actly what we are inviting.” 
(Congressional Record, pp. 5956-57) 
Senator Mondale again called for 
the 90 per cent level. 

On March 11, Congressman Thom- 
son repeated his call for a 90 per 
cent decision. 

While their colleagues were marshal. 
Ing support in open floor speeches, 
senior Democratic leaders in the Con- 
gress were expressing their concerns 
'privately to representatives of the ad- 
ministration. On February 10, the 
chairman of the House Ways and . 
Means Committee, Wilbur Mills, (D- 
Ark.), arranged a meeting in the office 
of Speaker Carl Albert (D-Okla.) to dis- 
cuss the dairy issue. Representatives 
of th dairy industry had apparently 
asked for the meeting to plead then- 
case. In attendance were Harold Nel- 
son and David Parr from A MPT; Con- 
gressmen Mills, Albert and John . 
Byrnes (R-Wis.); William Galbraith, 
head of - congressional liaison for the 
Department of Agriculture; and Clark 
MacGregor, then counsel to the Presi- 
dent for congressional relations. 

The congressional' leaders continued 
to make their views known in several 
private conversations thereafter. Ac- 
cording to Mr. MacGregor’s records, 
Congressman IJJills urged him on at 
least six occasions in late February 
and early March to urge the President* 
to raise the support price. Congress- 
man Mills -and Speaker Albert also tel- 
ephoned the director of the Office of 
Management and Budget, George 
Shultz, with the same request. Mr. 
Shultz sent a memorandum to John 
■ Ehrlichman at the White House indi- 
cating the substance of the Mills re- 
quest for a rise in the support level. 

Nevertheless, on March 12, Secretary 
Hardin announced that the price sup- 
port for the coming year would be ap- 
proximately 80 per cent of parity— not 
90 per cent as the dairy industry 
wanted. The Secretary’s announcement 
acknowledged that some dairymen be- 
lieved that the support price should be 
increased. But, he said, higher support 
prices might lead to excessive supplies 
and large surpluses. Mr. Hardin be-* 
lieved his action was “in the long-term 



best interests of the dairy producers." 

Immediately following the Agricul- 
ture Department announcement of 
March 12, 1971', a campaign was initi- 
ated on Capitol Hill by both Demo- 
crats and Republicans for mandatory 
legislation to increase the parity level 
to 85 or 90 per cent. Thirty separate 
bills were introduced in the House of 
Representatives between March 16 and 
March 25 with this specific goal in 



mind. One hundred and twenty-five 
members of the House of Representa- 
tives introduced or cosponsored legis- 
lation to support the price of manufac- 
turing milk at a level of not more than 
90 per cent nor less than 85 per cent. 
In other words, 85 per cent would be 
an absolute floor for price supports. Of 
these representatives, 29 were Republi- 
cans and 96 were Democrats. Two con- 
gressmen, one from each side of the 
aisle, also introduced legislation for a 
mandatory level of 90 per cent of par- 
ity. ; ' 

In the Senate, 28 senators, led by 
Democratic Senator Gaylord Nelson of 
Wisconsin, introduced legislation on 
March 16, 1971, that would have re- 
quired support levels at a minimum of 
85 per cent, of parity. Of the Nelson 
i bill sponsors, one was a Republican 
(Senator Cook of Kentucky) and 27 
were Democrats (Senators Allen, Bayh, 
Burdick, Bentsen, Cranston, Eastland 
Eagleton Fulbright, Gravel, Hart Har- 
ris Hollings Hartke, Hughes, Inouye, 
Long Mondale McGee, McGovern, 
Muskie, Moss, Nelson, Proxmire 
Sparkman Stevenson, ■ Symington, 
Tunney). Three days later Senator Hu- 
bert Humphrey sponsored his own hill 
seeking higher parity. 

Philosophically, the Nixon adminis- 
tration had hoped to gradually move 
away from federal policies which pro- 
vide massive subsidies to agriculture. 
These subsidies had initially - been in- 
stituted during the Depression years 
when the government undertook a va- 
riety of measures to ease the plight of 
the farmers and to give them some de- 
gree of economic stability and continu- 
ing purchasing power. During the en- 
suing decades, when these support pol- 
icies might have been phased out, they 
instead became political footballs, 
tossed about in the Congress, aided 
and abetted by well-organized farm 
lobbying groups. 

The dairy support question proved 
to be no exception. On March 28, 1971, 
for instance, the Minneapolis Tribune 
quoted an aide of Senator Gaylord 
Nelson to the effect that representa- 
tives of AMPI, who were operating out 
of a three-room hotel suite in Washing- 
ton, played a major role in the prepa- 
ration of the senator’s bill. According 
to this account, AMPI also provided 
some of the research material, which 
the senator used for a public state- 
ment. 

With 29 senators and more than 100 
congressmen actively spearheading the 




effort to achieve an increased parity 
rate for the dairy industry, it thus be- 
came increasingly clear that manda- 
tory legislation would be enacted and, 
further, that a presidential veto of 
such legislation could well be overrid- 
den. Morever, if the President were to 
try to force his will in this matter (i.e., 
to push parity down to 80 per cent) it 
could be politically disastrous in some 
of the Midwestern states, and, in the 
light 'of known congressional inten- 
tions, would be both foolish and futile. 

A story reported by United Press In- 
ternational on March 24, 1971, (UPI-55) 
described the problem in these terms: 

WASHINGTON— President Nixon 
probably will face the politically 
risky prospect of vetoeing a bill to 
raise prices for dairy farmers unless 
he beats Congress to the draw by 
boosting milk supports voluntarily, 
a top Democratic farm bloc leader 
said today. 

Nixon’s latest farm bloc headache 
grows out of the administration’s de- 
cision earlier this month to refuse 
any increase in milk price supports 
for the 1971-72 marketing year which 
begins April 1. 

On the heels of the refusal, a grow- 
ing parade of legislators in both the 
House and Senate have introduced 
bills to require an increase. The list 
of some 80 House sponsors, includ- 
ing members of both parties, is top- 
ped by Speaker Carl Albert and 
Chairman W. R. Poage (D-Tex.) of 
the House Agriculture Committee. 

“If the administration doesn’t act, 

I think we can and will pass the 
bill, ’’.Poage told UPI in an inter- 
view. 

Nixon could veto the measure if 
he remains adamant against higher 



milk supports, Poage said, but this 
would bring on a spotlighted con- 
frontation with many farm interests, , 
the Texan said.” ■ 

Some months earlier, Godfrey Sper- 
ling, writing in the Christian Science 
Monitor on December 1, 1970, had ob- 
served that “farmers and rural commu- 
nities of America are deeply distressed 
with the Noxon administration...”, es- 
pecially “with the paring of subsid- 
ies...” Sperling also noted the election 
results of November 3, 1970: 

“Democrates in 11 basically agricul- 
tural districts picked up new congress- 
men. At the same time no: Democrats 
who were incumbents in such farm dis- 
tricts were defeated.” Finally Sperling i 
mentioned those Democrats who did 
well in farm areas: Senators Joseph 
Montoya of New Mexico, Quentin Bur- 
dick of North Dakots, Hubert Hum- 
phrey of Minnesota, Stuart Symington 
of Missouri, Alai Stevenson of Illinois, 
Vance Hartke of Indiana, Ggale Mc- 
Gee of Wyoming,' Frank Moss of Utah 
and William Proxmire of Wisconisn. 
All but one of .these senators in 1971 
were supporting dairy industry efforts 



to obtain higher . price supports. 

The situation was not dissimilar to 
one facing President Lyndon Johnson 
in 1967 when he was forced to curb 
dairy imports by a Congress which had 
introduced legislation as a prodding 
action. Mr. Johnson sharply reduced 
dairy imports in that year after 58 sen- 
ators, led by Senator William .Prox- 
mire (D-Wis.), and 180 congressmen 
had introduced a dairy import control 
bill. In 1967, as in 1971, the activity in 
the Congress had taken place after the 
dairy lobby had, by one account, 
“launched an all-out drive to get Con- 
gress^’ to pass import controls. > 
With the pressures from Capitol Hill 
mounting - rapidly, President Nixon 
during the ; afternoon of March 23 met 
with, seven of his senior advisers to ex- 
plore the situation with regard to millr 
price supports. This was the Presi- 
dent’s second 'meeting of the day con- 
cerning dairy matters. As win be dis- 
cussed below, the President and other 
administration officials met that morn- 
ing with dairy representatives in re- 
sponse to a long-standing appointment. 
Meeting with the President that after- 
noon were John Connally, then Secre-* 
of the Treasury; Clifford Hardin, then 
Secretary of Agriculture; Under Secre- 
tary of Agriculture J. Phil Campbell; 
George Shultz, then director of the 
Office of Management and : Budget; 
John D. Ehrlichman, then assistant to 
the President for domestic affairs; 
John Whitaker, then deputy assistant 
to the President for domestic affairs; 
and Donald Rice, then associate direc- 
tor of the Office of Management and 
Budget. The discussion was frank and 
wide-ranging: It included an appraisal 
the support which the milk price legis- 
lation had on Capitol Hill and the fact 
that the legislation had the support of 
two of the most powerful legislators in 
the country— Speaker of the House of 
Representatives Carl Albert and the' 
Chairman of the House Ways and 

Means Committee Wilbur Mills. 

The political power of the dairy in- 
dustry lobby was also brought to the 
President’s attention in the March 23 . 
meeting. Secretary Connally said that 
their votes would be important in se- 
veral Midwestern states and he noted 
that the industry had political funds 
which would be distributed among 
House and Senate candidates . in the 
coming election, year— although ' nei- 
ther the Secretary nor anyone else dis- 
cussed possible contributions to the 
President’s campaign. Mr Connally ar- 
1 gued that the milk industry’s case also 
had merit on strictly economic 
grounds, and rising costs for dairy ' 
producers were mentioned. < : 

The President himself concluded 
that the final decision came down to 
the fact that the Congress' was going to. 
pass the higher support legislation, 
and he could not veto it without alien- 
ating .the farmers— an essential part of 
his political constituency. It, was also 
believed' that by raising the support 
level in 1971, similar action in 1972 
could be precluded— thus holding the 
price line for two years. 

The fundamental themes running ' 




through this March 23 meeting were 
two: (1) the unique and very heavy 
pressures being placed upon the Presi- 
dent by the Democratic majority lead- 
ership in the Congress and (2) the po- 
litical advantages and disadvantages of 
making a decision regarding a vital po- 
litical constituency. 

After the President announced his 
decision there was discussion of the 
great power of the House Democratic 
leadership (which was then pressing 
for the milk price support increase 
and how that power might be enlisted 
in support of certain of the President’s 
key domestic legislation if the adminis- 
tration acknowledged the key role 
these leaders played in securing the 
reversal of Secretary Hardin’s March 
12 decision. The meeting concluded 
with a discussion of the manner iri 
which the decision would be an- 
nounced and implemented. 

Two days later, on March 25, Secre- 
tary Hardin officially announced the 
decision to raise the support level to 
approximately 85 per cent of parity for 
the 1971-72 marketing season. 

Three days after, the second price de- 
cision, the Minneapolis Tribune reported 
that the reversal “was the result of an 
intensive lobbying campaign mounted by 
the Nation’s biggest milk-producer co- 
operatives with the eager — and pershaps 
crucial— assistance of dozens of mem- 
bers of Congress, including many whose 
recent election campaigns were financed 
partially by the dairy industry’s political 
war chest.” Among the lawmakers cited 
with Senators Edmund Muskie (D-Maine) 
and Hubert Humphrey, were Congress- 
man Carl Albert, and the Chairman of 
the House Agriculture Committee, W. It. 
Poage (D-Tex.). 

The response on Capitol Hill demon- 
strates the political realities that the 
President faced. 

Oh March 38, Republican Senator 
James Pearson of Kansas told his Sen- 
ate colleagues that he had intended to 
introduce legislation for the very pur- 
pose ^ of . raising , supports, but 
“apparently the administration has 
had the benefit of deep concern ex- 
pressed by both farm state congress- 
men and dairy farmers . . .’’ Democratic 
Senator James Allen of Alabama 
joined him in a similar expression of 
views. 

On April 1, Democratic Senator 
George McGovern of South Dakota, 
who had actively sought a rise in price 
supports, noted that he had joined 
other senators in hoping supports 
would be set at 85 per cent. “This re- 
versal,” said Senator McGovern, “can 
be considered a victory for those in 
Congress who spoke out vigorously on 
behalf of the dairy farmers.” 

On April 5, Senator Nelson, who had 
worked closely with dairy interests on 
this matter and had introduced the 
mandatory 85 per cent support legisla- 
tion, S. 1277, said that the support in- 
crease “accomplished by administra- 
tive order what the legislation would 
have accomplished.” He went on to say 
that “the decision was the result of S. 
.1277, which was cosponsored by 27 sen- 



ators, and a companion measure in the 
House which likewise had substantial 
support . . . The Secretary of Agricul- 
ture responded to the outpouring of 
congressional and farmer concern over 
the initial decision on price supports 
by adjusting the support level up- 
ward. ...” 

This congressional pressure was the 
“gun to our head” that President 
Nixon referred to in his November 17, 
1973, press conference. 

It is also worth noting that in 1972, a 
year after the struggle over a legisla- 
tively mandated support level for milk, 
the Congress enacted legislation which 
requires that milk be supported at a 
level no longer than 85 per cent in fu- 
ture years. 

II. The Dairy Industry Contributions 
and Lobbying Activities 

The discussion in the foregoing sec- 
tion shows that.overwhelming congres- 
sional pressure — and the political con- 
sequences of ignoring it — was the rea- 
son for the milk price support decision 
reached on March 23. 

The lobbying and contribution activi- 
ties of the dairy industry followed a 
separate track. Not unexpectedly the 
industry undertook to cover every 
available base. But their was no ar- 
rangement or understanding between 
the industry and the President as has 
been so widely and falsely alleged. 

The very nature of the governmental 
process — with decisions frequently be- 
ing made within the executive branch 
on the administration of critical dairy 
programs and with dairy legislation 
constantly under review in the Con- 
gress — encouraged the dairy farmers 
to organize and become a potent politi- 
cal force in recent years. There are 
now three major dairy cooperatives in 
the United States: AMPI, Mid : America 
Dairies (Mid Am) and Dairymen, Inc. 
(DI). Together these cooperatives have 
over 66,000 members and account for 
about 25 per cent of all the milk pro- 
duced in the United States. 

These dairy organizations not only 
represent in Washington the interests 
of their members, they also exert in- 
fluence through the ballot box and 
through political contributions. Their 
activity is not unlike the fund-raising 
and contributing activities of a number 
of special interest groups such as the 
Committee on Political Education 
(COPE) of the AFL-CIO. 

The record shows the following lob- 
bying and contribution activities by 
the dairy industry representatives be- 
tween 1969 and 1971: ^ 

1969-1970 

President Nixon had no direct con- 
tact with any of the members of these 
dairy organizations until 1970 when 
AMPI officials invited him to address 
their annual convention in Chicago in 
September. The President was unable 
to accept the invitation, and Secretary 
Hardin spoke in his place. 

• Although he could not attend the 
convention, the President — as he fre- 
quently does — placed a courtesy phone 
call on September 4, 1970, to the gen- 
eral manager of AMPI, Mr. Harold 




Nelson. He also spoke witn secretary 
Hardin, who was with Mr. Nelson. Dur- 
ing that conversation, the President in- 
vited the dairy leaders to meet with 
him in. Washington and to arrange a 
meeting with a , larger delegation .of 
dairy leaders at a later date; 

Accepting the President’s invitation, 
Mr. Nelson and his special assistant, 



David Parr, paid a brief courtesy call 
on the President on September 9, 1970. 

The Meeting, which was publicly an- 
nounced to the press, occurred in the 
'Oval Office, and, according to the 
President’s diary, lasted approximately 
nine minutes. Most of that- time was 
consumed with introductions, photo- 
graphs and the distribution of presi- 
dential souvenirs. 

The context of the meeting was a 
greeting during a presidential “Open 
Hour” — a session frequently arranged 
for short courtesy calls from diverse 
groups and individuals. During the 
“Open Hour” of September 9, the visit 
from the AMPI representatives was 
fitted in between the visits of 25 other 
people, including a group to encourage 
military servicemen to exercise their 
votes, a group of concerned citizens 
from the state of South Dakota and a 
contingent of Gold Star Mothers. 

Mr. Parr has stated in a sworn dep- 
osition that it was essentially a social 
visit. He and Mr. Nelson invited the 
President to address the next AMPI 
convention in 1971 and also expressed 
a hope that he would meet With other 
dairy industry leaders. Mr. Parr also 
remembers that the men spoke about 
-the economic plight of the dairy 
farmer. ...... '■% 

Although money was not discussed 
in the meeting between AMPI repre- 
sentatives and the President '-in Sep- 
tember of 1970, it is evident that rais- 
ing and making political contributions 
to bcth Democrats and Republicans 
were important, continuous and con- 
spicuous activities of the dairymen 1 
during 1970, 1971 and 1972. * 

During the late 1960s each of the 
three major dairy cooperatives estab- 
lished a trust fund in order to raise 
and distribute money to political can- 
didates. AMPI established the Trust 
for Agricultural Political Education 
(TAPE), Mid -America Dairies estab- 
lished the Agriculture and Dairy Edu- 
cational and Political Trust (ADEPT), 
and Dairymen, Inc. created the Trust 
for Special Agricultural Community. 
Education . (SPACE),! ; . '. } 

In August of 1969, an attorney for 
AMI delivered to Mr. Herbert Kalm- 
bach the sum of $100,000. Mr Kalm- 
bach deposited the funds in a trustee 
account he maintained at the Security 
Pacific National Bank in Newport 
Beach, California. The account con- 
tained political contributions remain- 
ing from the 1968 election campaign. 
The President had no knowledge of 
this contribution. 

Reports on file with the clerk of the 



House of Representatives showed that 
contributions to congressional candi- 
dates in 1969 and 1970 by TAPE, 
SPACE, and ADEPT totaled oyer 
$500,000. The bulk of the rtioney .was 
earmarked for Democratic candidates. 
Representatives of the dairy co-ops 
have indicated in an Associated Press 
account of December 17, 1973, that Re- 
publican candidates received approxi- 
mately $135,000, or less than 30 per 
cent of the funds. . . 

Some members of the White House 
staff knew that the dairymen were giv- 
ing financial support to Republican 
and Democratic candidates in. Senate 
elections in 1970. One member of the 
staff, Charles W. Colson, asserted' in a 
memorandum to the President that 
AMPI had pledged $2 million , to the 
1972 campaign. (Whether any such 
pledge was actually made is unknown, 
but the total amount given to the Pres- 
ident’s 1972 camapign was $437,000. As 
noted below, AMPI’s campaign con- 
tributions to other candidates during 
this period were even more generous.) 

• That memorandum was attached to a 
presidential briefing paper for . the 
courtesy meeting between 'the Presi- 
dent and the AMPI representatives in 
September of 1970. It was suggested in 
the memorandum that the President 
acknowledge AMPI’s support. No sug- 
gestion was, made that any commit- 
ment whatsoever be made to do any 
substantive act.. There was also no 
mention of the asserted; pledge during ■ 
the meeting 

Another reference to fund-raising 
was in a letter addressed to the Presi- 
dent on December 16, 1970 from Pat- 
rick J. Hillings, a former congressman 
who had succeeded Mr. Nixon in his 
congressional seat after the latter had 
been elected to the Senate. At that 
time, Mr. Hillings was a member of a 
Washington, D.C., law firm that repre- 
sented the dairymen in the nation’s 
capital.. In his letter, Mr. Hillings 
asked for the immediate imposition of 
revised dairy import quotas in accord- 
ance with recommendations recently 
presented to the President by the Tar- 
iff Commission. President Nixon did 
not see the letter. , , 

Since the President had already 
been informed of the fund-raising ef- 
forts by the dairy industry, the only 
possible relevance of the Hillings let- 
ter would lie in what action was taken 
on the Tariff Commission recommen- 
dations that Mr. Hillings i asked the. 
President to accept. 

The fact is that the action taken by 
the President on import quotas was 
less favorable to the dairy industry 
than the steps recommended by the 
Tariff Commission. The commission, a 
body of impartial experts, had recom- 
mended on economic grounds and pur- 
suant to statutory > requirements that 
imports be closed off entirely for three 
dairy products (ice ' cream, certain 
chocolate products, and animal feeds 
containing milk derivatives) . and that 
much lower import quotas be set for a 




fourth item, low-fat cheese. Rather 
than closing off imports — an action 
that would have been more favorable 
to the dairy industry — the President 
instead reduced the import quotas on 
each time, permitting all four goods 
to, continue their competiton with 
American dairy products. : , • 

1971 -,v ;> '■ v 

The President next met with dairy 
representatives at 10:30 a.m. on March 
23, 1971, in the Cabinet Room of the 
White House. Included in the meeting 
were a delegation from the dairy coops 
eratives as well as several administr® 
tion officials. Including OMB Director ' 
George Shultz; assistant to the Presi-j 
dent, John Ehrlichman; deputy assist- >: 
ants to the President, Henry Cashen 
nr'd John Whitaker j ; ,and Donald ;Rich-. : v 
associate director of OMB. From the 
Department of Agriculture were Secre- ; „ 
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Campbell; Assistant Secretaries Clar- 
ence Palmby and Richard Lyng; and 
Deputy Assistant Secretary William 
Galbraith. 



Contrary to allegations which have 
since been made, the meeting had 
been scheduled more than three weeks 
before the March 12 announcement on 
price supports by Secretary Hardin As 
noted above, the meeting stemmed 
from an invitation first extended on 
September 4, 1970, when the President 
s P°“f telephone to Harold Nelson 
of AMPL In January of 1971, Secretary 
Hardin recommended to the White 
House that the meeting be placed on 
pie President’s schedule. Thereafter 
m February, the White House ar- 
ranged the March meeting. ■ 

The President opened the meeting 
by thanking the dairy leaders for the 
support they had given to administra- 
tion policies and praised them for 
their activism in pursuing goals which 
were important to them. The remain- 
der of the meeting was taken up with 
the dairy leaders pleading their case 
for higher supports and with other ad- 
ministration officials expressing con- 
cerns about overproduction and higher 
retail prices. There was no mention 
whatsoever of campaign contributions. 
Nor were any conclusions regarding 
dairy supports reached at the meeting, 
as the President pressed the attendees 
as to whether or not they could control 
overproduction. Much was said by the 
dairy representatives o f the higher 
costs of their doing business. 

Prior to this meeting, a staff memo- 
randum was prepared as a briefing pa- 
per for the President. That paper 
briefly noted that the dairy lobby- 
like organized labor— had decided td 
spend political money and that Pat 
Hillings and Murray Chotiner were in- 
volved. There was no suggestion that 
the President should give special treat- 
ment to the dairymen. In act, that 
same paper discussed i much more 
detail the pressure which was coming 
from the Congress for higher supports; 
that the Congress ws acting at Speaker 
Albert’s instigation; that the Demo- 
cratic leadership wanted to embarrass . 
the President; and that a bill for 
higher supports would probably be 
passed, thus presenting the President 
with a very tough veto situation. - 
There were no other discussions be- 
tween the President and the dairy in- 
dustry representatives prior to the 
President’s decision on the afternoon 
of March 23, 1971. 

There are a number of mistaken no- 
tions with regard to these lobbying ef- 
forts of the dairy industry. One is that 
they had a substantial influence upon 
the President’s decisions. That is un- 
true. Another is that the dairy contrib- 
utions represented a substantial por- 
tion of the total funding of the Presi- 
dent’s re-election effort. The truth is 




that the contributions from the dairy- 
men amounting to some $427,000, con- 
stituted less than 1 per cent of the to- 
tal. 

It should be further noted that from 
the perspective of the dairymen, their 
contributions to President Nixon’s 
campaign organizations were not the 
major focus of their efforts, according 
to the Congressional Quarterly of 
March 17, 1973, reports publicly filed 
by the political arms of the coopera- 
tives whow the following total contrib- 
utions by the political arms of the 
dairy cooperatives to all political can- 
didates from April 7, 1972 through De- 
cember 31,1972: 

ADEPT $324,292.58 

CTAPE* 906,245.00 

PACE 17,650.00 

SPACE 254,700.00 

TOTAL $1,502,887.58 

(Note: CTAPE became the major 
distribution arm of the Associated 
Milk Producers during the 1972 
campaign. Its parent, TAPE, trans- 
ferred funds to CTAPE, which in 
turn gave them to the candidates’ 
organizations.) 

The Congressional Quarterly ac- 
count reports that of the $1.5 million 
contributed by the dairy cooperatives 
to political campaigns after April 7, 
1972, $95,000 went to support the candi- 
dacy of President Nixon. Thus, after 
April 7, 1972, President Nixon’s cam- 
paign received less than one-fifteenth 
of the available funds distributed by 
the dairy trusts. The rest— more than 
$1.4 million — flowed into the . cam- 
paigns of Senate and congressional 
candidates and to primary contestants 
in the Democratic presidential race. 

A great number of the congressional 
and senatorial candidates to whom 
dairy funds were given were also lead- ' 
ers in the effort to legislate a manda- 
tory increase in milk supports in 
March of 1971. (Note: No records are 
available to compare the contributions 
to President Nixon prior to April 7 
which amounted to approximately 
$332,000, with the contributions given 
to other candidates prior to April 7.) 

III. Consequences of President’s Deci- 
sion , 

Although the President’s decision of 
March 23 was based largely on polity 
cal realities, unrelated to campaign 
contributions, it also proved to be 
sound economics. Here, in brief, were/ 
the economic results: 

Milk Production: One of the continu- 
ing concerns of the Department of Ag- 
riculture is to assure that milk sup- 
plies are adequate but not excessive. 
In the mid 1960s, there was a down- 
ward trend in the production of milk 
from 126.9 billion pounds in 1964-65 to 
116.5 billions pounds in 1969-70. Sup- 
plies had become sufficiently low by 
the late 1960s that Secretary Hardin’s 
decision to raise the milk support level 
in 1970 was based in large part upon 
his desire to increase production. The 
support increase of 38 cents per hun- 



dredweight for that year helped to end 
the decline in production as some 117.4 
billion pounds of milk were produced 
in the 1970-71 marketing year. The ad- 
ditional increase in the support price 
to $4.93 as a result of the March 25 an- 
nouncement provided still further as- 
surances against the resumption of a 
downward trend in production. For the 
marketing year 1971-1972, the total 
milk production was 119.4 billion 
pounds. 

Cost of Milk to the Consumer: The 
average retail price per half gallon of 
milk has been rising steadily since 
1965, as shown by this chart; 

1965 47.3c 

1966 49.8 

1967 51.7 

1968 53.7 

1969 551 

1970 57.4 

1971 58.9 

1972 59.8 

(Yearly average retail price per 
half gallon of , milk in leading cit- 
iesof the United States; U.S. De- 
partment of Agriculture). 

From the view of the consumer, it 
can be seen that prices continued to 
rise, but that the 1971-72 increase was 
the smallest of all the years shown on 
the chart — and was considerably less 
than the rate of general inflation. 
These reductions in the rate of milk 
inflation in 1971 and 1972 are directly 
related to the President’s decision of 
March 23 because the announcement 
of March 25 encouraged the pro- 
duction of milk to a level higher than 
it otherwise would have been. Thus, be- 
cause supplies, increased, market price 
increases have been less than they oth- 
erwise would have been. 

Cost of the Milk Support Program to 
the Government: Net expenditures for 
the dairy price support program and 
related, costs (butter, cheese, dried , 
milk and similar products) were as fol- 
lows for . the recent fiscal years 
(Commodity Credit Corporation Net 
Expenditures):; 

Fiscal Year 1970*— $ 87.2 million 
Fiscal Year 1971'— 214.3 million 
Fiscal Year 1972 — 174.2 million 
Fiscal Year 1973 — 116.6 milli ng 
As can be seen, the cost during the 
fiscal year in question — 1972 — was 
considerably lower than the' year be- 
fore. It dropped again the following 
year. ... . .. . 

Government Inventories of Dairy 
Products: One of the concerns of the 
Secretary of Agriculture is to ensure 
that his department has reasonable 
supplies of dairy products to meet the 
goals of its family feeding and child 
nutrition programs. At the same time, 
the Secretary wants 'to avoid excessive 
production which would tend to over- 
load the department’s stocks. The aim 
is thus to achieve a balance in the 
Commodity Credit Corporation (CCC) 
stockpiles. As of January, 1971, there 
was some concern that the stocks 



might fall too low if production of 
milk were reduced. As it turned out, 
the butter, processed cheese and non- 
fat dry milk stocks in the CCC dipped 
between a high of 257.9 million pounds 
to a low of 62.7 million pounds during 
1971, even with increased production 
of milk, but it is a virtual certainty 
they would have been even lower if 
the decision had not been made to 
raise the parity level to 85 per cent. 
Here are the .figures for the CCC’s un- 
committed inventory as of January 31 
of each year: (in millions of pounds) 



Year 

1968 

1969 

1970 

1971 

1972 



Butter 

124.7’ 

73.0 
35.2 
61.8 

37.1 



Cheese 

67.9 
23.1 

. 6.6 

1.9 



Milk 

208.4 
221.1 

116.5 
18.7 
1.4 



On the basis of all four of the ind- 
ices above — milk production, cost of 
milk to the consumer, the cost of run- 
ning the USDA’s milk support pro- 
gram, and the quantity of inventories 
held by the Commodity Credit Corpo- 
ration — it would appear that the 
March 25 reversal of the milk support 
decision in fact proved to have sub- 
stantial benefits for all segments of 
the nation’s economy. 



IV. Conclusions 



The information contained in this 
discussion can be -summarized as 
follows: 



• Immediately after the Agriculture 
Department first announced on March 
12 that milk would be supported at ap- 
proximately 80 per cent of parity, pres- 
sures developed on Capitol Hill for 
mandatory legislation to increase the 
parity level to .85-90 per cent. Several 
of the President’s advisers believed 
that the legislation would be enacted 
and that a presidential veto of such 
legislation would be politically disas- 
trous for Mr. Nixon in seyeralstates. 

• Except for the fear that a rise in 

supports would create problems of ov- 
erproduction, several advisers believed 
the dairymen’s case to be meritorious 
due to the rising costs of fuel, feed, 
and labor for those producing dairy 
products. In fact, the corn blight of 
1970 considerably reduced many sup- 
plies of feed grain for the 1971 market- 
ing year. : --- ------ v 

• With the Congress putting “a gun 
to our head” and with his senior advis- 
ers supporting him, the President de- 
cided that the parity level should be 
increased to 85 per cent. '/ ■' ■■ ;■ ’ 

• Economically, the President’s deci- 

sion to raise the support level proved 
to be sound and beneficial for the na- 
tion. : : ' -'- 



• While the President had been ad- 
vised that the dairymen had decided to 
make contributions towards the re- 
election effort of 1972, this did not in- 
fluence the President’s decision to 
raise the level of supports. 



(Appended to this report was a list of 
30 bills on dairy price supports filed in 
the House in 1971 and names of the 125 
sponsors.) 




